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SUBJECT: UNDP GOVERNING COUNCIL: PROPOSED SOLUTION TO UNDP 
LIQUIDITY CRISIS THROUGH PURCHASE OF NON-CONVERTIBLE CURRENCIES 

REF: (A) STATE 165801, (B) STOCKHOLM 3642 

1 . EMBOFF INFORMED FRANK BELFRAGE, MFA MULTILATERAL AID OFFICER, 

OF DEPARTMENT' INABILITY TO UNDERSTAND OBJECTIONS HE GAVE TO 
SWEDISH PURCHASE OF UNDP NON-CONVERTIBLE CURRENCIES, AS INSTRUCTED 
BY REF A, AND ADDED THAT PURCHASE WOULD ENABLE SWEDES AT NO 
BUDGETARY COST TO GIVE FURTHER HELP TO UNDP. BELFRAGE'S POSITION 
DID NOT ALTER. AFTER HE HAD DISCUSSED MATTER WITH EMBOFF, HE 

SAID, ADDITIONAL OBSTACLE TO SWEDISH PARTICIPATION HAD 
DEVELOPED: SWEDISH CENTRAL BANK HAD INDICATED IN INTERNAL DIS- 
CUSSIONS THAT IT WAS NOT INTERESTED IN SUCH PURCHASE AND UNPRE- 
PARED TO MAKE ONE. BELFRAGE WAS UNABLE TO SAY ON WHAT BASIS 
RIKSBANK HAD TAKEN THIS POSITION, INDICATING THAT HIS SUPERIOR 
LENNART KLACKENBERG, CHIEF MFA AID OFFICER, HAD TAKEN MATTER 
UP WITH CENTRAL BANK. (KLACKENBERG IS NOT FRIENDLY TO US AND 
NOT HELPFUL.) 

2. WHEN EMBOFF ASKED BELFRAGE IF HE WOULD LOOK INTO REASONS 
FOR CENTRAL BANK'S POSITION, HE POLITELY TURNED DOWN SUGGESTION 
AS WELL AS EMBOFF S OFFER TO TALK DIRECTLY WITH RESPONSIBLE 
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3. BELFRAGE MENTIONED THAT GOS WOULD HAVE APPRECIATED HAVING 
BEEN CONSULTED BEFORE US TOOK 'MAJOR INITIATIVE" OF SEEKING 

TO ENLIST DONOR COUNTRIES IN PURCHASE OF NON-CONVERTIBLE CURRENCIES. 
EMBOFF REPLIED THAT FAVORABLE RESPONSE TO US OFFER AND PROPOSAL 
HAD ENCOURAGED US TO SEEK WIDENED PARTICIPATION AND THAT WE 
WERE NOW, IN FACT, CONSULTING SWEDES. 

4. IN HOPE THAT IT MAY GIVE SWEDES CAUSE TO RECONSIDER, 

EMBASSY PROVIDED BELFRAGE ORALLY WITH LIST OF GOVERNMENTS WHICH 
HAVE INDICATED THEIR INTENTION TO BUY NON-CONVERTIBLE CURRENCIES, 

AS AVAILABLE TO US FROM CABLE EXCHANGES. 

5. EMBASSY DOES NOT BELIEVE THAT WE CAN EXPECT COOPERATION FROM 
GOS ON THIS MATTER UNLESS THERE IS OVERWHELMING SUPPORT FOR OUR 
PROPOSAL. EMBASSY GUESSES THAT SWEDES MAY BE MOTIVATED BY WISH 
TO AVOID CONFRONTATION WITH EASTERN DUROPEANS ON CURRENCY ISSUE. 
THEY HAVE, HOWEVER, GIVEN NO REAL EXPLANATION FOR THEIR NEGATIVE 
RESPONSE. 
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